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Abstract 
The study is an attempt to analyze the efficiency of working capital management of two Indian 
Fertilizer Industries during 2013-14 to 2017-18. The selected two Industries are namely, Gujarat 
State Fertilizers & Chemicals Ltd and Chambal Fertilizers & chemical limited, while have ranked this 
second and third largest fertilizer company of India. Working capital to the company is like the blood 
to human body. If it is carried out effectively, efficiently and consistently, that will assure the health of 
an organization and the researcher attempts to take result of comparison between two such industries. 
Four ratios have been selected for measuring the financial performance i.e. .Current Ratio, Liquid 
Ratio, Cash Ratio and Net working Capital Turnover Ratio. This research study concluded that the 
Current Ratio, Liquid Ratio, Cash Ratio and Net Working Capital Ratio of 1st Company is better 
position on the basis of liquidity as compare to 2nd Company. 




The fertilizer industry in India is in the core sector and second to steel in terms of investment. 
Fertilizer is an essential component of modern agriculture. The Gujarat State Fertilizers and 
Chemicals Ltd (GSFC) were established in year 1967. GSFC manufactures variety of fertilizers under 
24 brands names. The production plants are located at Motikhavdi, Sikka & other surrounding 
villages. All these units manufacture different products like petrochemicals, plastic, fibres, chemicals 
and industrial gases. This company has a turnover of 5000 crores. . Researchers have ranked this 
company the second largest fertilizer company of India. Chambal Fertilizers and chemical limited is 
located in New Delhi. It was established in year 1985. It is one of the largest fertilizer manufacturing 
companies in India. It has ranked this company the 3rd largest fertilizer company of India. This 
company mainly manufactures Urea, at Kota district in Rajasthan. The plants produce about 2 million 
metric tons of urea per annum. This makes Chambal Fertilizers and Chemical limited one of the 
largest fertilizer companies in private sector. The marketing range of the company is wide, it covers 
around 20,000 village outlets in 13 regional offices 
 
 Working Capital means the capital available for meeting the working expenses of a business after 
acquisition of its fixed assets. The funds required for current operation have been termed as ‘short-
term financing’, ‘short-term funds’, ‘revolving capital’, ’circulating capital’, or ‘working capital’. It 
may be regarded as the lifeblood of a business. On the other hand, Liquidity management implies 
managing the firm’s ability to meet its short term obligations. It can be defined as an act of planning, 
organizing, directing and controlling the liquidity of a firm to reach a pre-determined end. Liquidity 
management is necessary to strike a balance between return and the risk of being illiquid at a given 
point of time. , Therefore, management of working capital refers to the management and control of 
each component of current assets and current liabilities. Again, liquidity of a firm is determined by 
the ratio of current assets to current liabilities and other relevant ratios calculated from the 
components of current assets and current liabilities.  
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FACTORS DETERMING THE WORKING CAPITAL REQUIREMENTS: 
The factors that influence the working capital requirement of a firm can be broadly classified into two 
categories depending on their relationship with the firm. These categories are: 
1. Endogenous factors:  factors which are internal to the firm and can be controlled to some extent. 
These factors include: 
a. Size of the firm. 
b. Debt equity ratio. 
c. Operating cash flow. 
d. Operating efficiency. 
e. Performance of the firm. 
2. Exogenous factors:  these are the factors which are external to the firm and cannot be controlled. 
These factors include: 
a. Business environment. 
b. Prices of raw materials. 
c. Growth in sales of the firm 
  
 
OBJECTIVES  OF  THE STUDY AREA. 
 The following are the specific objectives of the study area: 
 To study the concept and importance of liquidity position under study area. 
 To study the financial performance through Ratio Analysis of Gujrat State Fertilizers & 
Chemicals Ltd. and Chambal Fertilizers & Chemical Ltd 
 To give necessary suggestions and conclusions of this study. 
 
Research Methodology: 
The present study is mainly based on secondary data. The study concentrates on Gujrat State 
Fertilizers & Chemicals Ltd. and Chambal Fertilizers & Chemical Ltd. The figures for the purpose of 
the analysis have been collected from various sources like annual reports of the company for a period 
of five years from 2013-2014 to 2017-18.In the analysis of data standard statistical techniques like 
percentages and ratios have been used. 
Limitation of the study: 
1.  The study is based on secondary data sources. 
2. A sample of two fertilizer industries is taken under study for time constraint which may not give 
generalized result.        
3. Five years data for each company has been analyzed but the results may not be proper for long run. 
Data analysis: 
Ratio Analysis: 
Ratio analysis is the most widely used tool to interpret quantitative relationship between two 
variables of the company. It becomes a necessity to measure the short-term solvency or liquidity 
position of the company by the management as well as the external interested parties before taking a 
decision.  This paper concerns with a critical evaluation and analytical interpretation of the financial 
performance of Gujrat State Fertilizers & Chemicals Ltd. and Chambal Fertilizers & Chemical Ltd as 
a comparative study relating to Short-term solvency for the study period from 2013-14 to 2017-18. 
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Short Term Liquidity Ratios 
Current Ratio: 
Current Ratio is the widely used measure of short-term solvency or liquidly. It is calculated by taking 
current asset as numerator and current liabilities as denominator. The higher is the current ratio, the 
larger the amount of current asset per rupee of current liabilities, the more the farm’s ability to meet 
current obligations and vice-versa. The formula to calculate current ratio is as follows. 
                          Current Ratio = ஼௨௥௥௘௡௧  ஺௦௦௘௧
஼௨௥௥௘௡௧ ௅௜௔௕௜௟௜௧௜௘௦ 
Table 1: The table showing the ratio of current asset and current liabilities of Gujrat State Fertilizers 
& Chemicals Ltd and Chambal Fertilizers & Chemical Ltd 
         
 
 Year 















2013-14 3,229.17 1,670.14 1.93:1 4,355.76 4,123.03 1.06:1 
2014-15 3,176.35 1422.55 2.23:1 4050.31 3,734.91 1.08:1 
2015-16 4,031.16 2,173.81 1.85:1 4,946.02 4,786.31 1.03:1 
2016-17 3,746.17 1,830,59 2.05:1 4,824.93 4,245.04 1.14:1 
2017-18 4,127.70 2,259.05 1.83:1 3,755.26 3,177.85 1.18:1 
 
The current ratio is used as a test of liquidity. There is no simple rule of thumb, but a current ratio of 
2:1 is considered satisfactory. This means that short term liabilities can be met approximately twice 
over by existing short term sources of fund. The current ratio of Gujrat State Fertilizers & Chemicals 
Ltd is lower than the acceptable norms during the years except 2.23:1 in2014-15 and 2.05:1in 2016-
17.In case of Chambal Fertilizers & Chemical Ltd is lower than the ideal 2:1 during the study period 
of time.  Generally the liquidity position of Chambal Fertilizers & Chemical Ltd. is comparatively is 
not so good which is below all the ratios throughout the year. 
 
Liquid Ratio or Quick Ratio: 
This ratio establishes a relationship between liquid assets and current liabilities. The objectives of 
computing this ratio is to measure the ability to convert its current assets into cash or equivalent at a 
short notice so as to meet its current liabilities at the shortest possible notice. Liquid assets include 
Current Investments, Trade Receivables, Cash and equivalents and Other Current Assets. The 
formula to calculate Liquid ratios is as follows. 
   Liquid Ratio= ௅௜௤௨௜ௗ ஺௦௦௘௧௦
஼௨௥௥௘௡௧  ௅௜௕௜௟௜௧௜௘௦ 
Table 2: The table showing the ratio of Liquid assets and current liabilities of, Gujrat State Fertilizers 
& Chemicals Ltd and Chambal Fertilizers & Chemical Ltd. 
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2013-14 2537.98 1,670.14 1.52:1 3,713.64 4,355.76 .90:1 
2014-15 2544.44 1422.55 1.79:1 3,356.63 4050.31 .90:1 
2015-16 3449.31 2,173.81 1.59:1 4,231.54 4,946.02 .88:1 
2016-17 3042.96 1,830,59 1.66:1 3,975.58 4,824.93 .94:1 
2017-18 3321.31 2,259.05 1.47:1 2,960.16 3,755.26 .93:1 
 
The liquid ratio is regarded as an acid test of a company’s short term liquidity. This ratio is a more 
severe test of a company’s short term ability to pay its debts than is the current ratio. A liquid ratio of 
1:1 is indicated a favourable liquid position. It can be observed that the liquid ratio of Gujrat State 
Fertilizers & Chemicals Ltd is greater than the standard. The ratio of the company is becoming 
increasing and decreasing trend which is above the 1:1 during the study period. In case of Chambal 
Fertilizers & Chemical Ltd, the entire liquid ratio is less than the acceptable norms during the study 
period. The liquid ratio of the 1st company is comparatively is better to the 2nd Company.   
Cash Ratio or Absolute Liquid Ratio: 
Cash is the most liquid asset. The relationship is between Cash & Bank Balance and Current 
Liabilities. The objectives of computing this ratio is to solve the Liquidity immediately or in given 
time. The formula to calculate Cash ratios is as follows. 
                        Cash Ratio=஼௔௦௛(஼௔௦௛ & ஻௔௡௞  ஻௔௟௔௡௖௘)
஼௨௥௥௘௡௧  ௅௜௔௕௜௟௜௧௜௘௦  
Table 3: The table showing the ratio of Cash and current liabilities of, Gujarat State Fertilizers & 


























2013-14 386.39 1,670.14 .12:1 23.66 4,123.03 .01:1 
2014-15 354.99 1422.55 .11:1 21.37 3,734.91 .01:1 
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It is established rule that the cash ratio should be at least .50:1.It is also regarded as an absolute liquid 
ratio. The absolute liquid ratio of both the Company remained below the acceptable standard norm 
during all the years of the study. The performance of the Chambal Fertilizers & Chemical Ltd. in 
terms of liquidity position is very week throughout the year. It can be observed that the liquidity 
position of the 1st Company is better in comparison to the 2nd Company    
Net Working Capital Ratio: 
Working capital is very much required sufficiently for any firm for effective functioning of its 
operations successfully.Net working Capital is the difference between current assets and current 
liabilities. Fixed Assets represents aggregation of Tangible Assets, Intangible Assets, Capital Work-
in-Progress, and Intangible Assets under Development. The formula to calculate Net Working Capital 
ratios is as follows. 
    Net Working Capital Ratio=ே௘௧ ௐ௢௥௞௜௡௚  ஼௔௣௜௧௔௟
ி௜௫௘ௗ ஺௦௦௘௧௦  
 
Table 4: The table shows the ratio of Net Working Capital and Fixed Assets of Gujrat State Fertilizers 





















This ratio shows the extent to which a business is using its working capital to generate fixed asset. 
In case of  Gujrat State Fertilizers & Chemicals Ltd, it is observed that net working capital is 
positive and increased from .70:1 in 2013-2014 to .90:1 in 2015-16 and 
2015-16 40.33 2,173.81 .01:1 30.88 4,786.31 .01:1 
2016-17 53.67 1,830,59 .01:1 104.07 4,245.04 .02:1 




Gujrat State Fertilizers & Chemicals 
Ltd  














2013-14 1,559.03 2,201.30 .71:1 232.73 2,674.68 .09:1 
2014-15 1,753.80 2,217.81 .79:1 315.40 2,643.25 .12:1 
2015-16 1,857.35 2,056.24 .90:1 159.71 2,342.34 .07:1 
2016-17 1,915.58 2,290.64 .84:1 579.89 2,805.68 .21:1 
2017-18 1,868.65 2,886.17 .65:1 577.41 5,298.08 .11:1 
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 and the same has made a decline gradually towards negative figures from the year 2015-2016 to 
2017-2018. But the net working capital of Chambal Fertilizers & Chemical Ltd. is also positive 
and also fluctuating trend throughout the year. From liquidity point of view of course, it is 
observed that there is fluctuation in the amount of working capital which indicates source of fund 
in one year (when working capital is less) and application of fund in another year (when working 
capital is more).      
Finding and Suggestions: 
 
1. The current ratio of Gujrat State Fertilizers & Chemicals Ltd is lower than the acceptable 
norms during the years except 2.23:1 in2014-15 and 2.05:1in 2016-17.In case of Chambal 
Fertilizers & Chemical Ltd is lower than the ideal 2:1 during the study period of time. As 
both the companies need to increase current ratio by investing in current assets or by 
decreasing current liabilities. 
2.  . It can be observed that the liquid ratio of Gujrat State Fertilizers & Chemicals Ltd is 
greater than the standard and the ratio of Chambal Fertilizers & Chemical Ltd is lower. So it 
should be required to improve quick ratio immediately to improve its liquid ratio.  
3. The cash ratio of both the company is lower than the standard (.50:1). It should be 
maintained the proper level of cash, bank balance and short-term investment in current 
assets. At the same way try to increase reserves by investing profit or decreasing level of 
current liabilities. 
4. The net working capital turnover ratio of 1st Company is better as comparison to 2nd 
Company and therefore, the 2nd Company is to be required to improve capital turnover ratio 
by increasing sales or by reducing working capital.  
  
Conclusions: 
  Working Capital is one of the crucial elements in the overall financing of a business. The 
management of working capital concerns the management of money, inventories, accounts 
receivable, accounts payable, sundry debtors and sundry creditors etc. The study has analysed the 
financial performance through ratio analysis of, Gujrat State Fertilizers & Chemicals Ltd and 
Chambal Fertilizers & Chemical Ltd. The result of the above study reflects that current ratio, cash 
ratio and except liquid ratio( in respect of 1st Company), is not satisfactory in overall terms. But the 
net working capital ratio lies rather low and therefore indicates low utilisation of working capital 
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